DANE COUNTY

Kathleen M. Falk
County Executive

January 29, 2007 -

TO: Members of the Wisconsin Legislature

FROM: Kathleen M. Falk
Dane County Exédutive

RE: - Support AB 20/SB 14 {Provide Loans to Persons who Paid More Property
Taxes due to a Depariment of Revenue Error in Calculating Equalized
Value) ' '

The purpose of my note is to encourage your support and “Yes” vote for AB 20/SB 14.

The legislation, sponsored by Representative Davis and Senator Erpenbach, was
introduced to resolve a problem created by a Department of Revenue (DOR) mistake
that resulted in Town of Oregon homeowners in Dane County, being overcharged $300
to $600 on their property tax bills. AB 20/SB 14 allocate up to $600,000 in interest-free
loans to cover the $47 million error in the equalized vaiue base that negatively impacted
homeowners with an unexpected increase in tax bills during the holidays. The
Department validated the equalized value base at $399 million instead of $352 million,
the correct amount. .

The interest-free loans (June 15 deadline) in AB 20/SB 14 offer some relief for the
homeowners who were harmed by this mistake. Please support this legislation which
not only helps the Town of Oregon but other communities in the future that might suffer
from a similar mistake. '

Please Vote Yes _On AB 20/SB 14, Thank you for your consideration.
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SB 14— Relatmg to Pr6wdmg Loans to Persons Who. are Paying More Property Taxes as
a Result of Department of Revenue Errors.in Calculating Equalized Value and Making an
Appropnatlon

Descnp_t:o_n of (_;‘urren_t Law and Prop_oSed Change

Equalized value is used to allocate property tax levies of multiple-municipality entities (such as
the state, counties, technical college districts, and school districts) to each constituent
municipality. I the equalized value is overstated or understated, the amount of tax levies
allocated to that municipality will thus be overstated or understated. Currently, errors in
equalized values are corrected by adjusting the subsequent year's equalized value, as required
under s.70.57 (1) (d). Thus, over a two-period, the total levies allocated toa mummpahty will
total to the correct amount. ,

Under the bill, if a municipality's equalized value is overstated by 10% or more due to a
Department of Revenue error, the municipality may receive a payment from the state equal to
the total amount of loans it makes to property owners whose taxes were higher due to the error.
A taxpayer may receive a loan if he or she applies to the municipality no later than June 15 (or
about 45 days before the final installment of the property taxes affected by the error is payable.)
The maximum amount of the loan is the amount by which the taxes were increased due to the
error in equalized values. The loan is recovered as a special charge on the taxpayer's
subsequent year's property tax bill, which the municipality then pays back to the state. No -
interest is charged to either the municipality or individual taxpayers.

Fairness/Tax Equity

e The bill would permit a property owner to pay the "correct" amount of property taxes in both
.. the year of the error and the following year, instead of waiting a year forthe error to be -
corrected, as happens under current law.

« The bill may be especially beneﬁmal to taxpayers for whom the erroneously h]gher taxes are .
- afinancial burden. :

. WHiIe the June 15 deadline to apply for a loan and the June 30 final date for the department.” -
to make payments to the municipality confine state expenditures under the bill to the current
fiscal year, taxpayers will be required to make their determinations of whether to request a
loan about 45 days prior to the final installment due date of July 31.




- Impact on Economic Development
e The bill has no effect on econoniic development.
Administrative impact/Fiscaf Effect

o For the 2006/07 property tax year, only the Town of Oregon in Dane County would be
affected by the bill. The error in the Town's equalized value increased the property taxes
allocated to the Town by a total of about $578,000. Thus, if every-taxpayer in the Town
requested a loan for the amount by which their 2006/07 tax bills were overstated, total loans
would be about $578,000. Since some taxpayers are likely not to request a loan, the actual
amount that will be borrowed will be less than $578,000. The Department is unable to -
reasonably project how many taxpayers would request these Ioans if the bill is- enacted

+ The Department of Revenue's admmlstrattve costs under the bill will be absorbed within
existing budgetary authority. The Town of Oregon will have some administrative costs -
related to admrnlstenng the Ioans _

DOR Pasition

e DOR supports the bill.
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SBE 14 - Relating to Providing Loans to Persons Who are Paying More Property Taxes as
- a Result of Department of Revenue Errors in Calculating Equalized Value and Making an
Appropriation

Descripﬁon of Current Law and Proposed Change

~ Equalized value is used to allocate property tax levies of multiple-municipality entities (such as
the state, counties, technical college districts, and school districts) to each constituent
municipality. If the equalized value is overstated or understated, the amount of tax levies .
allocated to that municipality will thus be overstated or understated. Currently, errors in
" equalized values are corrected by adjusting the subsequent year's equalized value, as required
under s.70.57 (1) (d). Thus, over a two-period, the total levies allocated to a mummpahty will
. total to the correct amount.

Under the bill, if a municipality's equalized value is overstated by 10% or more due to a
Department of Revenue error, the municipality may receive a payment from the state equal to
‘the total amount of loans it makes to property owners whose taxes were higher due to the error.
A taxpayer may receive a loan if he or she applies to the municipality no later than June 15 {or
about 45 days before the final installment of the property taxes affected by the error is payable.)
The maximum amount of the loan is the amount by which the taxes were increased due to the
error in equalized values. The loan is recovered as a special charge on the taxpayer's
subsequent year's property tax bill, which the municipality then pays back to the state. No
interest is charged to either the municipality or individual taxpayers.

F_aimess/T ax Eqruity

'« The bill would permit a property owner to pay the "correct" amount of property taxes in both - '_
the year of the error and the following year, insiead of waiting a year for the error to be
corrected, as happens under current faw. :

. The bill may be especially beneficial to taxpayers for whom the erroneously higher taxes are
a financial burden.

» - While the June 15 deadline to apply for a loan and the June 30 final date for the department
to make payments to the municipality confine state expenditures under the bill fo the current
fiscal year, taxpayers will be required to make their determinations of whether to request a
loan about 45 days prior to the final installment due date of July 31.







- Impact on Economic 'Development
e The bill has no effect on economic dévelopment.
Administrative Impact/Fiscal Effect

e . For the 2006/07 property tax year, only the Town of Oregon in Dane County would be
affected by the bill. The error in the Town's equalized value increased the property taxes
allocated to the Town by a total of about $578,000. Thus, if every taxpayer in the Town
requested a loan for the amount by which their 2006/07 tax bills were overstated, total loans
would be about $578,000. Since some taxpayers are likely not to request a loan, the actual
amount that will be borrowed will be less than $578,000. The Department is unable to -
reasonably project how many taxpayers would request these loans if the bill is enacted. .

e The Departmént of Revenue's administrative costs under the bill will be absorbed within

- existing budgetary authority. The Town of Oregon will have some administrative costs
related to administering the loans.

DOR Position

s DOR supports the bill.
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